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RISING PROTECTIONISM 





ROWING or threatened penetration of United States 

markets by products of Japanese manufacture is 
bringing sharp outcries from representatives of managers 
and workers in the affected domestic industries and from 
advocates of generally increased protection for American 
producers. Insistent demands for government action to 
relieve fears of rising competition from Europe as well as 
the Far East raise possibly the most serious threat to lib- 
eral United States trade policies since the Reciprocal Trade 
Agreements Act became law in 1934. The current deficit 
in the country’s balance of international payments and the 
current business slump add to pressures on the adminis- 
tration and Congress to impose new import restrictions. 


Some labor unions have indicated that they will seek to 
generate more pressure by staging boycotts of competitive 
foreign products that threaten jobs of their members. 
Until persuaded by Secretary of Commerce Luther H. 
Hodges to hold off for 90 days, the 23,000 members of a 
Chicago local of the International Brotherhood of Electrical 
Workers were planning to refuse to work after May 1 on 
electronic components and parts imported from Japan for 
use in manufacture of television and radio sets and other 
equipment. The Amalgamated Clothing Workers of Amer- 
ica is still threatening to stop cutting Japanese fabrics 
after that date. 


CONCERN OvEeR LABOR BOYCOTTING OF FOREIGN Goops 


President Kennedy said at his March 8 news conference 
that he was hopeful the threatened boycotts would not 
spread. He pointed out that Congress had set up proce- 
dures by which industries hard hit by foreign competition 
could appeal for relief, and that Congress would have an 
opportunity to consider the whole matter when the Trade 
Agreements Act comes up for renewal next year. He said: 


If we’re not going to follow the procedures set down by the 
American people acting through their Congress, but instead every 
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group is going to take it into their own hands, then . . . we're 
going to have action taken against us in those countries. . . . Two 
can play this game. . . . Unions in other countries can refuse to 
unload our goods. And pretty soon we’ll find ourselves with an 
exacerbated situation among friendly nations. 


Meanwhile, notwithstanding the protests against foreign 
competition, the United States is bargaining at Geneva 
with other trading nations to effect new reductions in 
all kinds of trade barriers. American participants in these 
negotiations, conducted within the framework of the Gen- 
eral Agreement on Tariffs and Trade (GATT), are seeking 
to protect and expand United States export markets. While 
they must make concessions in order to win concessions 
from other countries, the goal is a general expansion of 
world trade in which the benefits to all will greatly out- 
weigh injuries to a few. 


SPREAD OF PROTECTIONIST SENTIMENT IN UNION RANKS 


The American labor movement’s support of liberal trade 
policies is being strained by the combined effects of the 
recession and rapid automation on industrial employment. 
Jobless workers, especially in the automotive and steel in- 
dustries, place a part of the blame for their plight on 
imports of goods produced by low-paid foreign labor.1 On 
March 5, after announcement that more than 2,000 workers 
faced -a one-week layoff at auto plants in Baltimore, the 
Baltimore Council of the A.F.L.-C.I1.0. asked the 100,- 
000 members of its affiliated unions to stop purchasing 
foreign goods, especially automobiles; a local of the United 
Automobile Workers had urged the boycott. Workers on 
Minnesota’s Mesabi iron ore range wanted to know from 
visiting Secretary of Labor Arthur J. Goldberg in mid- 
March what the government was doing to curb ore imports. 


Labor support of import controls was evident at a meet- 
ing in Washington, Jan. 25, sponsored by the Nationwide 
Committee on Import-Export Policy, a protectionist organ- 
ization representing industry, labor and agricultural 
groups. Seventeen labor organizations not members of the 
committee? accepted invitations to attend the session. 


1 Angry workers reportedly have scratched up and overturned foreign cars on park- 
ing lots in some distressed industrial centers.—‘Among the Jobless—How They Live, 
What They Say,” U.S. News & World Report, Feb. 27, 1961, p. 66. 

2? Brotherhood of Electrical Workers, Brotherhood of Carpenters, Aluminum Work- 
ers, Bakery and Confectionery Workers, Pulp and Paper Mill Workers, United Shoe 
Workers, United Textile Workers, United Rubber Workers, International Association 
ef Machinists, International Woodworkers, District 50 of United Mine Workers, 
United Brick and Clay Workers, Molders and Foundry Workers, Doll and Toy Work- 
ers, Boilermakers and Shipbuilders, Pattern Makers League, and Brushmakers. 
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Resolutions were adopted favoring legislation to restrict 
the power of the President to disapprove Tariff Commission 
recommendations for duty changes in hardship cases, and 
urging the Senate to reject United States membership in 


the new Organization for Economic Cooperation and De- 
velopment. 


New pressures for protection were reflected in a state- 
ment on international trade policy issued by the A.F.L.- 
C.1.0. executive council at its spring meeting, Feb. 26, in 
Miami. Although reaffirming the labor movement’s sup- 
port of a reciprocal tariff policy, the statement made re- 
peated references to needed safeguards against ruinous 
foreign competition. “The U.S. labor movement believes 
America must follow trade policies appropriate for the 
1960s. These policies must improve and expand trade re- 
lations with the free world while assuring practical, up-to- 
date, flexible safeguards for certain U.S. workers and in- 
dustries against injury from import competition.” The 
A.F.L.-C.1.0. advocated retention of the “peril point” pro- 
visions of the Trade Agreements Act, which are intended 
to ward off duty concessions that might seriously injure 
domestic industries, and retention of the “escape clause” 


provisions, which enable injured industries to apply for 
relief. 


Protectionist rumblings from labor are not likely to be- 
come dominant so long as this country has a favorable 
merchandise trade balance. As the President pointed out 
at his news conference, substantial segments of organized 
labor are employed in industries whose good health de- 
pends on large export sales. In 1960, United States exports 
reached a record high of $19.6 billion (exclusive of military 
aid shipments) while imports dropped slightly to $14.7 
billion. The resulting merchandise export surplus of $4.9 
billion was four times the export surplus in 1959. Protec- 
tionists assert that such statistics are deceptive. O. R. 
Strackbein, chairman of the Nationwide Committee on Im- 
port-Export Policy, stated at the committee’s meeting on 
Jan. 25: “If we stripped our exports down to the private 
commercial variety that stands on its own feet, we would 
trim away four or five billion dollars. In other words, 
our exports are inflated by our subsidies, grants in aid, 
sales for foreign currencies, etc. If these props were re- 





*The Senate ratified the O.E.C.D. convention on March 16. 
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moved, our exports would quickly shrivel to a level below 
our imports.” 


President Kennedy’s Council of Economic Advisers told 
the Joint Economic Committee of Congress, March 6, that 
the United States “cannot reasonably expect” a further 
increase in exports in 1961; in fact, exports of cotton and 
some other commodities probably will decline. The Council 
said the country would “do well to maintain our over-all 
1961 export total at last year’s level,” and that “we must 
anticipate some increase in our imports, as recovery gets 
under way in the United States.” The President, directing 
attention to this forecast at his March 15 news conference, 
indicated that the problem United States export industries 
will have in maintaining a competitive position in world 
markets gave urgency to the task facing his new Commit- 
tee on Labor-Management Relations. 


CLOTHING WORKERS’ ACTION ON IMPORTS FROM JAPAN 


Unions most disturbed by the effect of imports on the 
livelihood of their members, notably unions in the clothing 
and textile industries, are the ones that have been moving 
toward independent action to demonstrate the depth of 
their concern. The Amalgamated Clothing Workers of 
America blames imports of men’s suits and shirts for elim- 
ination of 25,000 jobs in the men’s clothing industry in 
recent years and for reduction of working time from the 
standard 40 hours to around 32-34 hours a week. Instruc- 
tions to the union’s 375,000 members to refuse to cut any 
Japanese cloth after May 1 were issued, Feb. 16, when the 
union president, Jacob S. Potofsky, announced also that 
stores selling Japanese-made apparel would be picketed. 
Domestic clothing manufacturers then instituted a program 
to mobilize support for import quotas on finished garments. 


The announced purpose of the union boycott was to force 
the Tokyo government to adopt a mandatory quota system 
on Japanese exports of finished men’s and boys’ suits to 
the United States. Japan had voluntarily limited ship- 
ments in 1960 to 120,000 suits, and actual shipments that 
year, according to the United States-Japan Trade Council, 
came to only 25,000 suits—5,000 fewer than in 1959. Do- 
mestic producers turned out 25 million men’s and boys’ 
suits last year; the Japanese imports thus equaled only one- 
tenth of 1 per cent of the domestic output. Production in 
the United States in the first three quarters of 1960, more- 
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over, was 4 per cent higher than in the same period of 
1959 and 24 per cent higher than in 1958. 


Union officials have conceded that exports of Japanese 
suits to the United States are now relatively insignificant. 
What they fear is that the volume will mushroom if limits 
are not established before Japanese manufacturers expand 
their productive capacity. They note, for example, that 
imports of shirts from Japan and Hong Kong rose from 
only 200,000 dozen in 1953 to 2.2 million dozen in 1960, 
that two-thirds of the domestic market for knit gloves is 
now pre-empted by imports, and that 17 million pairs of 
trousers are being imported each year. The American 
clothing industry cannot compete with the Japanese, the 
Clothing Workers union contends, because wages of Japa- 
nese workers average 14c an hour as compared with the 
$2 an hour paid American garment workers. 


COMPETITIVE POSITION OF THE TEXTILE INDUSTRY 


The threatened boycott by the Amalgamated Clothing 
Workers is being watched with intense interest by unions 
in other affected trades. The Textile Workers Union, 
which pledged full support of the action by the Clothing 
Workers, has asserted that wool fabrics shipped to the 
United States from Japan, Italy and other foreign coun- 
tries have displaced the equivalent of 16 per cent of do- 
mestic output. While imports of finished suits amount to 
no more than a trickle at present, imports of unfinished 
woolen and worsted woven fabrics total annually about 11 
million square yards valued at around $65 million. 


A complex tariff and quota system on woolen imports, in 
effect since 1956, was replaced on Jan. 1 by new tariff rates 
negotiated with supplier countries and approved last au- 
tumn by President Eisenhower. Although discarding of 
the quota system pleased U.S. importers, the higher duties 
now in effect are viewed by the domestic textile industry 
as an inadequate curb on imports of woolen cloth. A dis- 
pute is looming also over imports of cotton cloth. Japa- 
nese exporters have voluntarily limited cotton textile ship- 
ments to the United States since 1957, but they are pro- 
posing to increase the present annual quota of 251 million 
square meters of cloth by from 20 to 30 per cent in 1962. 


A special subcommittee of the Senate Interstate and For- 
eign Commerce Committee held hearings on the textile sit- 
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uation in February. Industry witnesses testified that an 
impossible competitive position was forcing textile com- 
panies to choose between going out of business or moving 
their manufacturing facilities out of the United States. In 
a report on March 14, the subcommittee recommended quota 
controls on imports of textiles, garments, man-made fiber 
staple, filaments and yarn. The group, headed by Sen. 
John O. Pastore (D R.I.), said tariff adjustments would 
not solve the problem facing domestic mills because, “given 
the wide spread in labor costs between European and Far 
Eastern textile producers, it would be impossible to set 
tariff duties which would be fair and equitable.” 


Four weeks after President Kennedy took office, he an- 
nounced appointment of a Cabinet-level committee “to ex- 
plore such questions as the competitive position of the 
United States textile industry and its ability to meet the 
pressure of imports.” Secretary of Commerce Hodges, a 
former textile company executive, was designated chair- 
man. He set up a task force of lower-ranking government 
officials to inquire into “what can you do, if anything” to 
deal with the import problem legally and voluntarily.‘ 


Automation may be more to blame than imports for the 
textile industry’s plight. An annual review of the do- 
mestic textile industry in the New York Times, Jan. 9, 
reported that the industry had turned out 9.8 billion linear 
yards of cotton goods in 1960. The total was 2 per cent 
higher than in 1959, but new machinery had made possible 
the increased output “with the same or fewer employees.” 
Industry officials have reported that 248 wool textile estab- 
lishments went out of business between 1947 and 1958, and 
at least 34 additional mills since 1958. A recent study 
published by the Department of Commerce warned that 
expected growth of the domestic textile market in the next 
decade could be met entirely by imports.5 


COMPLAINT OF ELECTRICAL WoRKERS ABOUT IMPORTS 


The boycott by Chicago electrical workers against elec- 
tronic components and parts imported from Japan, origi- 


* Hodges, addressing the American Cotton Manufacturers Institute at Miami Beach, 
March 24, promised action to help the textile industry after the Cabinet committee 
submits its findings and recommendations. It was reported from the convention that 
the industry expected to obtain quotas on textile imports with White House help, 
but that there was believed to be sufficient sympathy in Congress for the quota con- 
cept to assure success of the drive “even without administration support.” 

& Textile Outlook for the 1960s (Study prepared by the International Statistical 
Bureau for the Commerce Department, issued Dec. 21, 1960). 
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nally set for May 1, was put off for three months when 
Secretary Hodges intervened on March 14. Hodges pledged 
the local of the International Brotherhood of Electrical 
Workers to seek a solution satisfactory to the union that 
would not interfere unduly with maintenance of good trade 
relations with Japan and other countries. The local had 
notified 70 employers in the Chicago electronics industry 
that its 23,000 members in 137 plants would refuse to work 
with or install the imported parts. Such action was neces- 
sary, it said, because its membership had dropped from 
47,000 in 1958 to 23,000 in 1960, mostly as a result of for- 
eign competition. 


The United States-Japan Trade Council contended last 
winter that current unemployment in the electronics in- 
dustry in the Chicago area was caused by a sharp decline 
in output of television sets, household appliances and elec- 
trical industrial apparatus, and that “in none of these three 
categories . . . are there any significant imports from 
Japan.” ® Total imports of electronic components and 
parts from Japan in 1960 were estimated by Japanese gov- 
ernment sources at $9.7 million, or less than three-tenths 
of 1 per cent of American production. Shipments of elec- 
tronic components of Japanese origin into the Chicago area 
last year equaled only about 1 per cent of the components 
produced by domestic industry in the same area. Total 
United States exports of electronic products in 1960 were 
said by the Trade Council to have amounted to $454 mil- 
lion, compared with total imports of only $102 million. 
This 4-to-1 ratio in favor of exports may explain why the 
international did not endorse the local’s boycott plans. 


LEGAL QUESTIONS INVOLVED IN Boycotts BY UNIONS 


Before the Chicago boycott was postponed, there was 
considerable discussion over its legality. M. F. Darling, 
president of the local, admitted to newspaper reporters 
last winter that he and his colleagues were in doubt about 
the lawfulness of the proposed action under the Landrum- 
Griffin Act. He was quoted by the Wall Street Journal, 
Jan. 20: “We're afraid it will be called a secondary boy- 
cott, that an injunction will be issued, and that we'll be 
sued in the bargain. But when you see your members 
losing their jobs at over 1,000 a month, you get a little 
desperate.” 





* Statement issued in Chicago, Feb. 23, 1961. 
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Nelson A. Stitt, director of the United States-Japan 
Trade Council, suggested in mid-March that the Attorney 
General might wish to inquire into the anti-trust impli- 
cations of any union boycott, the National Labor Relations 
Board into possible violations of the statutory ban on sec- 
ondary boycotts, and the Federal Trade Commission into 
questions of unfair competition. In a letter to Secretary 
Hodges, March 15, the Trade Council called the proposed 
clothing workers’ boycott “plainly illegal.” 


Boycotts staged by unions against the products of a for- 
eign country have been characterized as private declara- 
tions of war which contravene national policy. Such boy- 
cotts, it has been argued in this case, would violate the 
spirit of the reciprocal trade policy pursued by the United 
States since 1934 and the spirit of the commercial treaty 
between the United States and Japan. President Kennedy 
pointed, March 8, to the complications that could result 
from a private boycott. Secretary of State Dean Rusk 
told newsmen the following day that unofficial boycotts 
might well damage negotiations to expand foreign markets 
for American products. 


Upon his return from a tour of the Far East last fall, 


Sen. Mike Mansfield (D Mont.) said in a report to the 
Senate Foreign Relations Committee: “Any sudden or 
drastic shift in its [Japan’s] present commerce with the 
United States, particularly in consequence of a deliberate 
policy on our part, would not only mean an economic 
catastrophe for Japan, but it would be a political disaster 
for freedom and our own security of the most tragic kind.” 
Mansfield noted that Japan has been the second largest 
market for United States exports.? He pointed out that 
over a period of six years (1953-1958) that country bought 
well over $2 billion more from the United States than the 
United States had bought from Japan. “It is time to face 
the fact in all honesty that we cannot sell Japan many com- 
modities which we desire to sell unless we are equally pre- 
pared to buy commodities which Japan must sell.” 


7 Canada is the largest. 





President, Congress and Trade Policy 


PRESIDENT KENNEDY ’s initial actions and statements 
on matters of foreign trade have indicated continuing sup- 
port of the liberal policies for which he voted as a member 
of the House and later the Senate. At the outset of his 
campaign for the presidency last summer, Kennedy seemed 
favorably disposed toward protective policies. Departing 
from his prepared text in a speech at Manchester, N. H., 
Sept. 2, he was quoted as saying: “Imports of textile prod- 
ucts, including apparel, should be within limits which will 
not endanger our own existing textile capacity and employ- 
ment and which will permit growth of the industry in 
reasonable relationship to the expansion of our over-all 
economy.” The Journal of Commerce and Commercial 
noted, Nov. 14, that the Manchester speech “panicked some 
freer trade groups,” but that “they were calmed consider- 
ably when the senator dropped protectionist promises from 
his appeal for votes from September onward.” 


KENNEDY’S POSITION ON MATTERS OF TRADE POLICY 


Kennedy’s first major pronouncement on trade policy 
after taking office came, Feb. 6, in a message to Congress 
on the balance-of-payments problem. After setting forth 
the reasons for a deficit in the nation’s over-all interna- 
tional accounts,® the President directed attention to the 
large surplus of merchandise exports over merchandise 
imports in 1960 and declared: “A return to protectionism 
is not a solution. Such a course would provoke retaliation; 
and the balance of trade, which is now substantially in our 
favor, could be turned against us with disastrous effects 
to the dollar.” 


In seeking an over-all balance in international payments, 
Kennedy added that “We must place maximum emphasis 
on expanding our exports.’ To promote an expansion of 
exports, he counseled, “Our costs and prices must .. . be 
kept low; and the government must play a more vigorous 
part in helping to enlarge foreign markets for American 
goods and services.” The Commerce Department would 
provide “energetic leadership to American industry in a 
drive to develop export markets.” 


8 For Kennedy’s voting record on reciprocal trade, see Congressional Quarterly 
Almanac for 1960, p. 839. 


*See “Gold and the Dollar,” E.R.R., 1960 Vol. II, p. 922. 
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Another indication of the new administration’s basic at- 
titude on foreign trade policy was afforded when the Presi- 
dent, also on Feb. 6, refused to increase duties on twines 
and cordage, imported mainly from Canada and Mexico.’ 
Kennedy drew criticism from some quarters for alleged 
protectionist leanings by proclaiming a 50 per cent in- 
crease, Feb. 25, in tariff rates on imported bicycles." 
However, this action did no more than restore duties in 
effect from 1955 until last December, when a Supreme 
Court decision knocked them out on technical grounds.” 


ACTION ON IMPORTS OF FOREIGN RESIDUAL FUEL OIL 


The Kennedy administration’s foreign trade policies 
have been brought under scrutiny also by actions taken 
on imports of residual fuel oil. The residual oil import 
control program, administered by the Interior Department, 
sharply limits imports of this fuel, which comes mostly 
from Venezuela and which is widely used in place of coal 
for generating electricity in certain parts of the country. 
Holding down imports of residual fuel oil is strongly sup- 
ported by the bituminous coal industry and by independent 
domestic oil producers. 


Secretary of the Interior Stewart L. Udall announced an 
emergency increase of 100,000 barrels a day in the import 
quotas for residual oil, Feb. 17, on the ground that sup- 
plies had been dangerously reduced by a prolonged stretch 
of cold weather. Departmental hearings on the quota pro- 
gram were opened three days later. East Coast consumers 
and distributors demanded abandonment or liberalization 
of the import curbs while coal industry witnesses called 
for stiffer restrictions.» Asked at his March 2 news con- 
ference whether all limits on imports of residual oil might 
be removed, President Kennedy replied: “We have to con- 
sider the needs of the coal industry, the domestic produc- 


%” As a senator, Kennedy had testified before the Tariff Commission in 1956 in 
support of a petition to raise cordage duties. 


“ American manufacturers have asserted that since World War II they have lost 
one-third of their market to bicycles imported principally from Great Britain, West 
Germany, Austria, Belgium, Netherlands and Luxembourg. 

12 President Eisenhower raised duties on imported bicycles in 1955 by amounts 
smaller than the Tariff Commission had said would be necessary to relieve domestic 
bicycle manufacturers of injury from foreign competition. It had been taken for 
granted that the President had authority to modify Tariff Commission recommenda- 
tions, as in fact had been done in other cases, but the Supreme Court ruled, Dec. 12, 
that he must either approve or disapprove such recommendations in their entirety. 
The ruling, applying to action taken in 1955, presumably has no present general 
application because Congress amended the Trade Agreements Act in 1958 to specifi- 
cally authorize the President to disapprove a Tariff Commission recommendation “in 
whole or in part.” 

4%8The United Mine Workers has estimated that residual fuel oil displaces more 
than 55 million tons of coal a year, enough to provide jobs for 20,000 miners. 
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ers, the needs of New England, and we are trying to reach 
a balance which will protect the public interest.” 


Secretary Udall a week later announced a revised sys- 
tem of import allocations which increased by 8 per cent 
the amount of residual that may be imported in the year 
beginning April 1. He said, however, that changes in the 
quota formula were primarily concerned with allocations 
of residual oil, not with the over-all volume of imports. 
The Secretary disclosed that the Interior Department had 
initiated a study of present import quotas on crude oil. 
The domestic oil industry so far has been the sole direct 
beneficiary of import controls authorized by a “national 
security” clause added to the Trade Agreements Act in 
1955 and administered by the Executive Branch without 
reference to the Tariff Commission.“ 


SOUTHERN SUPPORT IN CONGRESS FOR IMPORT BARS 


Low tariffs used to be an article of faith for the Demo- 
crats, as protective tariffs were for the Republicans. But 
differences between the two parties on trade policy have 
become blurred. The drift toward greater protectionist 
sentiment in the South, formerly a low-tariff stronghold, 
was graphically demonstrated by resolutions adopted last 
Sept. 28 at the Southern Governors Conference at Hot 
Springs, Ark. The conference, attended by 14 Democratic 
and two Republican state chief executives, called for import 
quotas on textiles, apparel and other items; tightening 
of oil import controls; general reshaping of foreign trade 
programs; and action to “preclude further trade conces- 
sions” through GATT on articles imported in excessive 
quantities. 


The South’s changed attitude on trade policy reflects the 
region’s movement from an agricultural toward an indus- 
trial economy. Southern governors today speak for in- 
dustrial managers as well as for traditional agricultural 
interests now protected by price supports and export sub- 
sidies. The result is a weakening of the forces in Con- 
gress that support moderate trade policies. Rep. Carl 
Vinson (D Ga.), for example, recently acted as chairman 
of a group of 16 congressmen representing states in which 
textile plants are situated. The veteran Georgia legislator 
acted as spokesman at the White House, March 27, when 





4 See p. 259, and “World Oil Glut,” E.R.R., 1960 Vol. I, pp. 792-798. 
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the group urged President Kennedy to impose quotas on 
imports of textiles. 


Protectionists are said to be in their strongest position 
in the House in years. When the Trade Agreements Act 
was extended in 1958, they managed to insert in the law a 
provision enabling Congress, by a two-thirds vote in both 
chambers, to override decisions by the President to reject 
Tariff Commission recommendations for duty increases in 
hardship cases. This year 51 members of the House have 
sponsored one or another version of a resolution which 
would declare it to be the sense of Congress that no further 
tariff reductions should be granted by the United States 
in the current GATT negotiations at Geneva. 


Opposition to the administration’s request for Senate 
assent to United States membership in the Organization 
for Economic Cooperation and Development was manifested 
in the Senate. The convention creating the organization, 
signed in Paris last December by the United States, Canada, 
and the 18 members of the Organization for European 
Economic Cooperation, grew out of a protracted search 
for means of coordinating the trade, aid, and monetary 
policies of the Atlantic powers. Protectionists were crit- 
ical of the convention’s declaration that O.E.C.D. members 
would “both individually and jointly .. . pursue their efforts 
to reduce or abolish obstacles to the exchange of goods 
and services and current payments, and maintain and ex- 
tend the liberalization of capital movements.” 


Despite assurances from State Department officials that 
0.E.C.D. would “neither establish nor administer trade 
rules nor have any authority regarding the trade rules of 
the GATT,” the Senate Foreign Relations Committee inserted 
qualifying language in the ratification resolution. It re- 
corded the intent of the Senate that nothing in the con- 
vention “confers any power on the Executive to bind the 
United States in substantive matters beyond what the 
Executive now has” or “limits Congress in the exercise of 
any power it now has.” The full Senate, by a roll call vote 
of 72 to 18, ratified the convention on March 16 after a 
southern attack on the convention’s language. 


UNITED STATES AIMS IN CURRENT GATT BARGAINING 


The United States has conducted its most important tariff 
bargaining with foreign countries on a multilateral—as op- 
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posed to a bilateral—basis since 1947.'° In that year this 
country took the lead in inviting other major trading na- 
tions to participate in negotiating the General Agreement 
on Tariffs and Trade. Tariff negotiations under GATT, 
to which 37 nations are now contracting parties, are con- 
ducted between pairs of countries concurrently. But upon 
completion of negotiations, agreements reached in the bar- 
gaining between individual countries are incorporated in 
a single agreement binding on all participating countries. 


The latest GATT negotiations opened last Sept. 1 in Gen- 
eva and will continue during most of 1961. United States 
representatives have authority to offer tariff cuts of as 
much as 20 per cent from current levels on a step-by-step 
basis. Because of various limitations—peril points, escape 
clauses, and considerations of national security—the full 
reduction allowable may be in practice considerably less 
than 20 per cent. In fact, the United States, which has 
made substantial duty reductions in the past, is expected 
to be less generous in the current negotiations. President 


Kennedy stated, Feb. 6, in his balance-of-payments mes- 
sage: 


Quota discriminations against American exports have largely 
disappeared with the return of currency convertibility. We will 
press for prompt removal of the few restrictions that still exist, 
as well as for the maximum liberalization of remaining non-dis- 
criminatory quotas in other industrialized countries, which apply 
mainly to agricultural exports. In the tariff negotiations now 
going forward under GATT we shall seek the fullest possible meas- 


ure of tariff reduction by foreign countries to the benefit of our 
exports. 


The first phase of the complex negotiations at Geneva 
has featured efforts by numerous nations, including the 
United States, to persuade the six members of the European 
Common Market (Belgium, France, Italy, Luxembourg, 
Netherlands and West Germany) to reduce substantially 
the single external tariff that is slated eventually to sur- 
round the Common Market nations. Countries outside the 
Common Market maintain that present offers do not go 
far enough. The United States in particular wants a guar- 
antee that Common Market members will continue to admit 
a large volume of American farm products, without regard 
to any common farm policy they may adopt.'¢ 





% See “Foreign Trade Policy,” E.R.R., 1958 Vol. I, pp. 88-94. 


% See “European Trade Blocs and American Exports,” E.R.R., 1960 Vol. I, pp. 
199-219. 
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THE STATED PURPOSE of this country’s trade agree- 
ments program is to expand markets for American exports 
through reciprocal reductions of tariffs and other trade 
barriers. However, in the course of time the policy has 
been circumscribed by various statutory qualifications. The 
Legislative Reference Service of the Library of Congress 
has pointed out: “Many believe . . . that the primary effect 
of the trade agreements program now is the protection of 
some domestic producers from foreign competition. This 
change has been brought about by restrictions added to 
the authorizing legislation in recent years and also because 
the President can agree to few additional tariff cuts without 
risking increased foreign competition for at least a few 
American producers.” '7 Attempts to impose further re- 
strictions are certain to be made when the Trade Agree- 
ments Act, now due to expire June 30, 1962, comes up 
next year for another of its periodic renewals. 


CLASH OVER ESCAPE CLAUSES AND OTHER SAFEGUARDS 


Protectionists and low-tariff advocates disagree on the 
efficacy of present limitations on the President’s tariff- 
negotiating powers. One of these limitations derives from 
the “peril point” provisions first written into the act in 
1948. The President is required, before entering into any 
negotiation, to transmit to the Tariff Commission a list 
of the commodities that may be considered for possible con- 
cessions. The commission then advises the President on 
the maximum duty reductions, if any, that can be made 
on the listed commodities without causing or threatening 
serious injury to domestic industries producing directly 
competitive products. The President may agree to cut 
duties below the peril points, but the requirement that 
he inform Congress of his reasons for doing so consti- 
tutes an important deterrent to such action. So far the 


President has refused to stay within the peril-point limits 
on only three occasions.!* 


Escape clauses, included in all trade agreements nego- 
tiated since 1945, give domestic producers some recourse 


17 The Role of the State Department in Coordinating the Reciprocal Trade Agree- 
ments Program (July 1960), p. 47. 


%* President Truman on Venezuelan oil in 1952 and President Eisenhower on tung- 
sten and violins in 1956. 
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if their business is injured by increases of competitive 
imports resulting from tariff concessions. If the Tariff 
Commission finds that a domestic industry is substantially 
and immediately threatened by increased imports, it re- 
ports to the President the duty or quota changes needed to 
remove the threat. It is then up to the President, taking 
into consideration the broad interests of the United States, 
to decide whether to order the changes. 


It has been asserted that the escape clause has become a 
deterrent to negotiation of new tariff concessions. As 
long as there is probability, the argument goes, that suc- 
cessful entry of a foreign product into the American market 
will precipitate action by domestic producers under the 
escape clause, foreign interests will hesitate to make the 
effort. On the other hand, relatively few escape clause 
appeals have been successful. From January 1948 to July 
1960, 90 petitions from domestic producers were investi- 
gated by the Tariff Commission and 57 were rejected. In 
the 33 cases in which the commission recommended relief, 
the President disapproved the recommendation in 21 cases 
and approved only a part of the recommended relief in five 
cases; full relief was granted in the remaining seven cases. 


Other means of restricting unduly large imports are avail- 
able to injured industries. The Anti-Dumping Act of 1921 
sought to protect domestic enterprises against the com- 
petition of foreign products sold to American importers at 
less than fair value. The Treasury Department, after in- 
vestigation, may send complaints to the Tariff Commission 
as a basis for fixing of penalty duties. From October 1954 
to July 1960, however, 112 of 126 dumping complaints con- 
sidered by the Treasury were rejected. Eleven of the 14 
complaints forwarded to the Tariff Commission brought no 
action, one led to imposition of a penalty duty, and two 
remained pending at the end of the period. 


The national security clause, incorporated in the Trade 
Agreements Act in 1955, authorizes investigations to deter- 
mine the effect on national security of allegedly excessive 
imports. Inquiries are conducted by the Office of Civil 
and Defense Mobilization. If it finds that an article is 
coming into the country in such quantities and under such 
circumstances as to threaten to impair national security, 
it so advises the President, who then may act “as he deems 
necessary” to adjust the volume of imports. From January 
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1955 to July 1960, 22 petitions were submitted to 0.C.D.M. 
under this clause. Eight were eventually withdrawn or 
postponed, seven were denied, two (concerning oil products 
and crude oil) led to corrective action, and five remained 
pending at the end of the period. 


DISPUTE AS TO EFFECT OF IMPORTS ON EMPLOYMENT 


A question long in controversy is the degree to which 
American jobs are displaced by imports produced by low- 
paid foreign labor. A Senate Commerce Committee staff 
study asserted, March 14, that this kind of displacement 
had been “grossly exaggerated.” It said American pro- 
ducers have less to fear from foreign labor costs than for- 
eign producers have to fear from American machines, labor 
and managerial skills, productivity, and achievements in 
distribution. But the staff acknowledged that some new 
approach was needed to help particular companies and 
workers harmed by imports.’® 


Similar conclusions were reached in a study recently pub- 
lished by the Brookings Institution.2° Its authors estimated 
that a billion dollar increase in a diversified list of imports 
would lead to a gross displacement of only 115,000 work- 


ers; if the offsetting effects of an increase in United States 
exports were considered, the net drop in employment would 
be about 86,000. To bring about a decline in total em- 
ployment of as much as 1 per cent, imports that displace 
domestic output would have to increase by more than $7 
billion—a sum that “exceeds by many times the increase in 
imports contemplated by any measure that has been offi- 
cially proposed or that is possible under the present Trade 
Agreements Act.” 


WAYS OF ASSISTING INJURED COMPANIES AND WORKERS 


Industries directly affected by increased foreign compe- 
tition, however, may suffer real hardship. Some of the 
effects may be mitigated by reducing import barriers grad- 
ually, by pursuing policies that encourage economic growth, 
and by adopting government programs to help labor and 
capital to transfer to other industries or other localities. 


Under the depressed areas bill passed by the Senate on 


sonsk ns ve States and World Trade: Challenges and Opportunities (March 14, 
» p. 144. 


* Walter S. Salant and Beatrice N. Vaccara, Import Liberalization and Employ- 
ment (1961). 
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March 15 and still in conference, redevelopment assist- 
ance would be extended on a priority basis to areas 
“in which a substantial part of the unemployment is or 
most recently was in an industry adversely affected by the 
reduction of trade barriers under the Trade Agreements 
Extension Act of 1951, as amended.” This provision has 
been criticized on the assumption that it will require ruin- 
ing of a domestic industry before the government comes 
to its rescue. Protectionists have long opposed proposals 
to subsidize import-damaged industries and retrain or re- 
locate displaced workers; they contend that the only ef- 
fective remedy is imposition of tariffs or quotas that will 
relieve the local distress without displacing workers. 


Favored treatment in allocation of government contracts 
is reported to be receiving administration attention as a 
means of assisting industries and workers adversely af- 
fected by imports. Government loans and tax concessions 
were among measures advocated by the Senate Select Com- 
mittee on Small Business, last Aug. 23, after public hear- 
ings on complaints from small businessmen about increas- 
ingly severe import competition. The Senate Commerce 
Committee’s recent staff study proposed various aid meas- 
ures, including low-interest loans to finance purchase of 
new equipment for new lines of production; special depre- 
ciation allowances for new equipment; and assistance for 
retraining of workers. 


A difficult problem is posed by imports of goods manu- 
factured in American-owned plants abroad. The A.F.L.- 
C.1.0. executive council, at its February meeting in Miami, 
urged the government to apply the full corporation income 
tax to earnings of foreign subsidiaries of United States 
companies if the subsidiaries made substantial sales in this 
country. Complaint has been made that companies which 
thus transfer abroad a part of their production for the 
American market are in effect transferring to foreign 
workers jobs that have been held, or should be held, by 
American workers.”! 


21 See “American Manufacturing in Foreign Countries,” E.R.R., 1959 Vol. I, pp. 
475-478. 
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